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Foreign Investments, 1964-65 

T H E very sharp rise of private capital 
outflows to nearly $6.5 billion, by far 
the largest amount on record, was a 
major feature of the U.S. balance of 
payments in 1964. This development 
has already been discussed in connec
tion with the President's program to 
improve the balance of payments. 
This article provides more complete 
statistics on private foreign investments 
than have been available up to now, 
together with some indications of cur
rent and prospective developments as 
reflected in projections of plant and 
equipment expenditures abroad in 1965 
and 1966. 
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Return on Manufacturing Investments 
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worth at the beginning of the year (First National City Bank ol N.Y.). Return on 
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ol net earnings lor the year (see table 4) applied to book value ol these invest
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All components of private capital 
outflows except purchases of foreign 
securities moved upward last year: 
Direct investments were up $0.4 billion 
to $2.4 billion; net lending by banks 
(including assets held for customers) 
rose by about $1.0 billion to $2.5 billion, 
and loans and acquisitions of short-term 
assets abroad by nonfinancial concerns 
increased very sharply to $0.9 billion. 
Purchases of foreign securities were in
hibited by the Interest Equalization 
Tax (lET) and were reduced to a net 
of $0.7 billion. These outflows, to
gether with reinvested direct invest
ment earnings of $1.4 billion, gains in 
market prices of foreign securities, and 
sizable additions to foreign assets re
sulting from improved reporting by 
some banks and nonfinancial con
cerns, raised tlie accumulated total 
of private U.S. foreign investments to 
more than $75 billion by the beginning 
of this year. 

Capital outflows picked up through
out 1964 and reached a peak of $2.2 
billion (seasonally adjusted) in the last 
quarter. New issues of foreign securi
ties were temporarily inflated when 
passage of the lET , first proposed in 
July 1963, clarified the conditions under 
which foreign securities could be pur
chased. These issues have since returned 
to a more normal level. However, the 
further increases in bank lending and in 
direct investment fiows that showed up 
late in 1964 were stUl evident in early 
1965, and could not be assumed to be 
merely temporary. As is by now well 
known, major components of the pro
gram to improve thebalance of paymejits 
are the reduction of bank lending to 
about $0.5 billion for the year and a 
strenuous effort by firms with direct 
investments abroad to conduct their 
international operations so as to raise 

considerably their net contribution to 
the balance of payments. 

The data on capital flows for the first 
half of 1965, given in the article begin
ning on page 11, show that after the 
announcement of the program in Feb
ruary, banks acted quickly to cut back 
their foreign lending and industrial 
firms promptly repatriated a large part 
of their liquid funds held outside the 
United States. However, from the 
projections of foreign plant and equip
ment expenditures presented later in 
this report, it is clear that industrial 
companies reporting in May and June 
planned to carry out an extraordinary 
amount of investment abroad this year 
and next. Such plans cannot be altered 
rapidly or without considerable loss, 
nor can alternative foreign sources of 
financing be arranged readily, especially 
when many countries are carrying out 
relatively tight domestic monetary poli
cies. Consequently, direct-investment 
capital outflows in the first half of the 
year were $2.1 billion, double the 
amount for the first 6 months of last 
year, and the total for all of 1965 will 
probably be higher than in 1964. 
However, the first-half total includes 
sizable flows, especially to Canada and 
the Middle East, connected with special 
developments not likely to be repeated 
in the second half. Also, the first-half 
flow probably included some anticipa
tory placing of funds abroad for later 
use. 

Direct Foreign Inves tment s 

Capital outflows for direct invest
ment abroad have been moving up to 
successively higher rates since the end 
of World War II. They reached $2.4 
billion in 1964 and have shown a further 
increase so far this year. At the same 
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time, increased income derived from 
foreign affiliates has been one of the 
major elements of strength in the bal
ance of payments. Last year, earnings 
of the affiliates rose by over $K billion 
and reached $5.1 billion. Out of that 
total, $3.7 billion was returned to the 
United States—compared to $3.1 bil
lion in 1963—and $1.4 billion was 
retained abroad. The aggregate in
crease in the value of the U.S. invest
ment in the foreign affiliates—derived 
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Projections of Plant and Equipment 
Expenditures Abroad 

• Manufacturing ajfiliates report major 

expansion in 1965 

• Further step-up suggested for 1966, 

based on past performaiwe of projections 
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from net capital flows plus retained 
earnings—was $3.8 billion. 

This article also presents figures for 
1965 and 1966 on gross expenditures for 
plant and equipment abroad projected 
by companies with foreign affiliates. 
Such expenditures are considerably 
larger than the sum of capital outflows 
from the United States plus retained 
earnings, since they can also be financed 
from depreciation reserves accumulated 
by the foreign companies or through 
external financing obtained abroad. 
In 1964, capital outlays for fixed assets 
abroad amounted to $6.1 biflion. The 
company projections for the current 
year show a rise of 20 percent to $7.4 
billion, and taking account of the 
experience in previous years, whicli 
shows that projections made nearly 
2 years ahead have been lower tlian 
actual outlays (see chart 10), anotlier 
gain seems likely in 1966. 

Increases in capital expenditures 
abroad for 1965 are fairly widespread, 
and some areas show outstanding gains. 
A particularly strong growth is pro
jected for European capital outlays, 
with an overall advance of 25 percent 
and a 34 percent rise in manufacturing. 
In Canada, tlie rate of capital expendi
tures by all affiliates of U.S. firms is 
projected to be up by nearly 20 percent, 
and the rise for manufacturing affil
iates is 34 percent, quite close to the 
increase reported in surveys of Ca
nadian manufacturing as a whole. Sub
stantial upturns in investment activity 
by U.S. companies are also reported 
for mining in Australia, manufacturing 
in Japan, and petroleum in the Middle 
East and Far East. (See table 11.) 

These reports on foreign plant and 
equipment expenditures give some in
dication of prospective capital outfiows 
from the United States, though the link 
between the two series is indirect. 
Capital outflows represent the net 
amount invested in the period by parent 
companies, to increase stock ownership 
in, or provide credits of all maturities 
to, new or existing foreign affiliates, or 
to acquire existing enterprises from 
their foreign owners. Capital transfers 
by the U.S. parent campanies provide 
only a portion of the funds currently 
vailable a to the foreign affiliates. 
While expenditures on plant and equip

ment by these affiliates account for a 
major portion of the funds that they 
use, they also need funds to finance 
working capital requirements. 

Information on the overall sources 
and uses of the funds of the foreign 
affiliates, including changes in working 
capital requirements, will be published 
in the SURVEY as soon as possible. 

In the period since 1957, capital 
outflows for direct investment have 
amounted to 35-40 percent of the 
plant and equipmant expenditures of 
foreign affiliates. If this relationship 
persists, and if no major changes occur 
in foreign financing or amounts spent 
to acquire existing foreign enterprises, 
the rate of capital outflow could be ex
pected to rise from 1964 to 1965 by 
$K bilhon to $3 bilhon. 

The persistent and rapid extension of 
U.S. industry' into expanded production 
facilities abroad has been an important 
feature of recent economic develop
ments, and much more research is 

T a b l e 1 . — F a c t o r s Aflfect ing t h e U . S . P r i v a t e 
I n v e s t m e n t P o s i t i o n , 1963 a n d 1964 

(Mill ions of dollars) 

T y p e ol i n v e s t m e n t 

U.S. private investments abroad; 

Tota l , beginning of y e a r . . . 
Add : Capi ta l outflow ' 

Reinvested earnings 
Price changes a n d other adjust

m e n t s 
T o t a l , end of year 

Direct Investments: 
Value , beginning of yea r . - . 
Add; Cap i ta l outflow 1 

Reinves ted earn ings . . 
Other a d j u s t m e n t s ' . . 

Value, end of year 

Other long-term private investments 
abroad; 

Value, beginning of year 
Add : Cap i ta l outflow i 

Price changes 
Other ad jus tmen t s 

Value, end of year 

Short-term a s s e t s and claims: 
Value, beginning of year 
Add : Capit i i l outflow i __ 

Enlargeti coverage of r e p o r t s . 
Value, e n d of year ___ 

Foreign long-term investments in 
United S ta te s : 

Direct Investments: 
Value, beginning of year 
Add : Cap i t t t l i n f lowi 

Reinves ted earnings . . 
Other a d j u s t m e n t s ' . . 

Value , end of year 

Other long-term investments: 
Value , beginning of year 
A d d : Cap i t a l in f low. . . 

Pr ice changes 
Other a d j u s t m e n t s 

Va lue , end of year 

' 1984 

60,025 
4,456 
1,807 

529 
66,513 

37,226 
1,976 
1,507 

—23 
40,686 

15,506 
1,695 

459 
- 1 6 

17,644 

7,293 
785 
105 

8,183 

7,612 
- 6 
236 
101 

7,944 

12,604 
331 

1,902 
10 

14,847 

66, 613 
6,462 
1,417 

1,027 
75,419 

40,686 
2,377 
1,417 
- 1 3 7 

44,343 

17,644 
1,975 

325 
444 

20,388 

8,183 
2,111 

394 
10,688 

7,944 
- 5 
327 
97 

8,363 

14,847 
115 

1,641 
13 

16,616 

' Revised. 
' Inc luded in t he balance of p a y m e n t s accounts . 
' For detai l see no te t o t ab le 2. 
' M a i n l y reva lua t ions of securities held by affiliates of 

foreign insurance companies . 
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needed to determine its causes and 
effects. Decisions by manufacturing 
firms to meet foreign demand by pro
ducing abroad rather than producing 
here and exporting result from the 
interplay of such factors as (a) lower 
costs and expected higher rates of 

return abroad, (b) prospective market 
growth abroad in general and for specific 
products, (c) tariffs, quotas, local pref
erences, or competition abroad that 
threaten markets for exports, and (d) 
the availability of funds for financing 
domestic and foreign plants. 

Rates of return are notoriously diffi
cult to derive and compare meaning
fully. However, chart 9 suggests that 
until 1961 rates of return on European 
manufacturing investments (but not on 
foreign manufacturing investments in 
general), although declining, were still 

T a b l e 2 . — V a l u e o f D i r e c t I n v e s t m e n t s A b r o a d • b y S e l e c t e d C o u n t r i e s a n d I n d u s t r i e s , 
a t Y e a r e n d 1963 a n d 1964 

[Millions of dollars] 

T a b l e 3 . ^ D i r e c t - I n v e s t m e n t 
E a r n i n g s , b y S e l e c t e d 

Area and country 
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Other 

Ail areas, total-

Canada 

Latin American Repub
lics, total. 

Mexico 
Panama... 
Other Central 

America and 
West Indies. 

Argentina 
Brazil 
Chile 
Colombia 
Peru 
Venezuela 
Other countries.. 

Other Western 
Hemisphere. 

Europe, total 

Common Market, 
total. 

Belgium and 
Luxembourg. 

Franco 
Germany 
Italy 
Netherlands 

Other Europe, total.. 

Denmark 
Norway 
Spain 
Sweden , 
Switzerland , 
United Kingdom... 
Other countries 

Africa, total.. 

Liberia 
Libya 
Bepublic of South 

Africa 
Other countries 

Asia, total 

Middle East 

Far East, total. 

India 
Japan 
Philippine Republic. 
Other countries 

Oceania, total.. 

Australia 
Other countries.. 

International. 
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13,044 

8,662 
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405 
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64 
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110 
64 
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16 
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66 

799 
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47 
18 
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10 

189 

22 
53 
64 
50 

3,359 

1,396 

776 
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193 
192 

336 
38 

223 
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27 

218 
36 

238 
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160 

12 

49 
34 
19 

446 

2 
17 
7 
7 

240 
171 
16 

106 

197 
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8 
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21 
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272 
214 
304 

448 
126 

44,343 

13,829 

8,932 

1,035 
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883 
904 
788 
520 
460 

2,808 
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1,386 

12,607 

6,398 

462 

1,437 
2,077 

845 
587 

6,669 
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103 
258 
044 

4,660 
431 

1,629 

187 
382 

407 
693 
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1,331 

1,731 
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691 
469 
438 
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1,465 
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31 
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61 
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1. The value of direct Investments abroad was reduced in 1963 by $23 million, and in 1964 
by $137 million, owing to valuation adjustments on companies books, profits and losses on 
liquidations, or transfers to other investment categories. In particular, the value of direct 
investments in the public utilities industry in Brazil was reduced by $153 million as of the 

end of 1064 by a settlement with the Brazilian Government. Tho equivalent value was 
added to the total for U.S. private portfolio investments included In table 16. The value 
of Investments in spocillc industries and countries is also affected by capital flows among 
foreign afllllates as shown in table 0. 
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higher than those obtained on manu
facturing investments in the United 
States. Since then, returns in the 
United States and in Europe have been 
similar, and both have turned sharply 
upward. 

The fact that growth rates in Europe 

(and in a few other developed countries) 
have surpassed the U.S. rate since the 
1950's may also have encouraged pro
duction abroad. In this connection, 
there may now be some shift in favor 
of the United States, since several 
industrialized foreign countries have 

experienced a slowdown in growth— 
though they have taken measures to 
correct this—at a time when the United 
States has enjoyed a very strong growth 
rate. These changes, including the 
relative shift in rates of return, would 
tend to strengthen the comparative 

Capita] Flows and Undistributed Subsidiary Table 4.—Direct-Investment Earnings and Income,^ by Selected Countries , With Major 
Countries, With Major Industries for 1964 Industries for 1964 

[Millions of dollars] 

Table 3—Continued 

Undistributed subsidiary earnings 
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Table 4 

Earnings 

1063' 

4,587 

948 

964 

61 
85 
32 

52 
65 
62 
33 
70 

510 
- 6 

161 

996 

398 

48 

72 
215 
31 
33 
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3 
11 
12 
18 

163 
376 

26 

166 

13 
85 
82 

- 1 3 

1,116 

935 
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14 
49 
38 
81 

146 

127 
18 

90 

1064 » 

Total 

6,118 

1,104 

1,104 

92 
73 
36 

91 
58 
80 
33 
83 

652 
0 

149 

1,112 

399 

53 

86 
209 
19 
33 

713 

6 
7 

10 
20 

151 
476 
44 

343 

18 
266 
87 

- 1 9 

1,067 

876 

191 

23 
54 
46 
69 

143 

122 
21 

96 

Mining 
and 

smelt
ing 

505 

191 

184 

17 

(•) 

(•) 
53 

(•) 
1 

76 

3 

(•) 

(••) 
(•) 
P 
(•) 

P 

(') 
38 

20 
13 

3 

3 

(•) 

P 
10 

10 

Petro
leum 

1,860 

170 

610 

2 
9 
3 

(•) 
1 

(*) 
9 

10 
460 
- 4 
34 

8 

-38 

- 1 

11 
- 2 1 
- 1 8 
- 1 0 

46 

- 3 

C") 
- 6 
- 4 
44 
14 

227 

(•) 
(•) 
(•) 

- 3 9 

912 

867 

45 

P) 
P 

- 6 

(•) 
(•) 

6 

Manu
factur

ing 

1,816 

566 

229 

56 
8 
5 

60 
46 

6 
14 

6 
27 
3 

17 

764 

344 

42 

56 
108 
23 
25 

410 

5 
3 
4 
8 

20 
360 

11 

43 

(•) 
(•) 

41 
2 

82 

6 

78 

14 
32 
16 
16 

126 

114 
13 

other 

936 

177 

181 

18 
55 
20 

31 
11 
15 
10 
13 
65 
5 

22 

348 

94 

12 

10 
32 
13 
18 

257 

3 
5 
6 

18 
134 
72 
19 

35 

18 
256 
27 
5 

70 

5 

65 

9 
21 
30 
53 

14 

- 1 
9 

90 

Incomo 

1903' 

3,134 

455 

801 

49 
23 
31 

67 
13 
66 
25 
65 

480 
- 7 

155 

607 

232 

15 

27 
140 
24 
25 

275 

6 
3 
6 

14 
30 

199 
18 

123 

16 
83 
40 

-10 

1,017 

893 

124 

7 
26 
20 
71 

57 

51 
6 

19 

1964 > 

Total 

3,741 

634 

900 

61 
43 
28 

64 
6 

73 
22 
77 

626 
2 

116 

654 

275 

34 

27 
178 
23 
13 

379 

8 
6 
7 

16 
40 

276 
27 

301 

22 
252 
46 

-19 

1,046 

899 

148 

12 
31 
28 
77 

59 

64 
6 

30 

Mining 
and 

smelt
ing 

399 

114 

172 

12 

9 

(•) 
(•) 

60 
(•) 

54 
(•) 

1 

73 

5 

(•) 

(") 
(•) 
(•) 
(•) 

( • ) 

(*) 

(•) 
32 

P 
15 
11 

1 

1 

(•) 

P 
3 

3 

Petro
leum 

1,922 

118 

503 

4 

'"' 3 

(•) 
- 2 

'•' 9 
11 

461 
- 3 

33 

64 

24 

2 

(") 
27 

- 1 
- 6 

41 

1 

11 

223 

8 
- 3 6 

960 

893 

68 

P 
- 6 

P 
26 

Monu-
factur-

Ing 

876 

269 

92 

27 
5 
1 

34 
3 
1 
6 
6 

10 
2 

4 

412 

196 

26 

17 
130 

16 
6 

216 

6 
1 
2 
2 
4 

20O 
2 

13 

P 
12 

1 

34 

3 

32 

6 
8 

12 
6 

53 

50 
3 

Other 

543 

133 

133 

18 
38 
10 

30 
3 

12 
7 
8 

55 
3 

7 

173 

66 

0 

10 
21 

7 
12 

122 

2 
4 
5 

14 
36 
48 
14 

34 

22 
• 252 

19 
4 

50 

3 

47 

6 
23 
16 
72 

16 

1 
3 

4 

Line 

1 

2 

3 

4 
5 
6 

7 
8 
9 

10 
11 
12 
13 

14 

15 

10 

17 

18 
19 
20 
21 

22 

23 
24 
25 
26 
27 
28 
29 

30 

31 
32 
33 
34 

36 

36 

37 

38 
39 
40 
41 

42 

43 
44 

45 

2. Income is the sum of dividends, interest and branch prollts; earnings is the sum of the 
U.S. share in the net eorntogs of subsidiaries and branch profits. 

' Revised. 
» Preliminary. 

784-83G 0—86 i 

•Combined in "other industries." 
••Loss than $600,000. 
NOTE.—In this and subsequent tables, detail may not add to totals because of rounding. 
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attractiveness of capital investments in 
the United States. 

Barriers to export sales and the 
advantages of being close to varied 
demands in local markets no doubt 
continue to be prime factors in the 
location of production facilities abroad. 
Efforts to bring about reductions in 
trade barriers that tend to discourage 
exportation from the United States in 
favor of production abroad, and to 
maintain competitive cost and price 
conditions at home, would also tend to 
favor production in the United States 
relative to production abroad. 

An additional factor affecting invest
ments in the natural resource indus
tries has been the discovery of new 
sources of supply that can be operated 
competitively. Since the war, there 

ICHART 

Capital Expenditures by U.S. Companies 
Domestic and Foreign 

Billion $ (ratio scale) 

20 

^ j MANUFACTURING 

Domestic 

Foreign /• 

I I I I I I I 

PETROLEUM AND MINING 

2 

1.5 I I 

1957 59 

I I I I I I 

61 63 6 5 * * 

* Excludes primary iron and steel, and petroleum. 
#-M-Anticipated. Domestic investment includes actual outlays tor 1st Frail. 

U.S. Department of Commerce, Office ol Business Economics fis-' 

have been several instances of discovery 
and very rapid growth in such invest
ments. A number of new major proj
ects that will involve very sizable 
capital expenditures are now planned 
or underway, such as the development 
of Australian iron ore and bauxite and 
offshore petroleum or gas reserves in 
the North Sea and the Persian Gulf 
area. 

Currently, U.S. manufacturing firms 
are sharply raising both their domestic 
and foreign plant and equipment ex
penditures (chart 11), especially foreign. 
This worldwide expansion is being 
facilitated by a growth of funds in
ternally generated out of U.S. opera
tions (retained profits and depreciation 
charges) which has been even faster 
than the growth of domestic outlays 
on plant and equipment. Thus, in 
general, foreign expansion has not been 
limited by the availability of invest
ment funds or the pressure of require
ments for domestic capital expenditures. 

Developed areas preferred 

The recent experience with direct 
investments abroad represents an in
tensification of the patterns of the past 
few years. European investments pre
dominate, accounting for nearly half of 
the additions to direct investments in 
1964 (capital outflows plus retained 
earnings) and about the same propor
tion so far this year. In 1964, the 
European investment flow included over 
$300 mUHon to acquire existing foreign 
interests. The European share in for
eign plant and equipment expenditures 
by U.S. firms was about 35 percent 
(table 9), but is projected to rise to 
about 40 percent of total foreign out
lays in 1966. 

Of the $1.7 billion added to the value 
of European direct investments in 1964, 
the largest share—$0.9 billion—^went to 
the Common Market countries; $0.4 
billion went to the United Kingdom, 
and $0.4 billion to the rest of Europe. 
The $1.7 billion total included a sharp 
rise to $1.3 billion in capital flows from 
the United States; this was offset, in 
part, by a decline in undistributed 
profits in the petroleum industry. 
Preliminary data for the first half of 
1965 show capital outflows to Europe 
well ahead of the first half of 1964. 

Manufacturing is the largest activity 
of U.S. firms in Europe and accounted 
for $6.5 billion out of $12.1 billion in
vested there at the end of 1964. Of 
the $0.9 billion added to these invest
ments during 1964, nearly two-thirds 
went to the Common Market and most 
of the remainder to the United King
dom. Investments are widely dis
persed over the major manufacturing 
industries (table 5) and are growing 
most rapidly in transportation equip
ment and machinery. This is demon
strated also by the figures for plant and 
equipment expenditures (table 10), 
which show capital outlays in these 
sectors rising through 1966. 

American petroleum companies are 
also very actively expanding their Euro
pean investments, not only in refining, 
transportation, and marketing facilities 
but also in the development of poten
tially important reserves of gas and oil. 
Part of the costs of developing new 
resources are charged against income, 
and this contributed to the decline in 
earnings in this industry in Europe, as 
may be seen in table 4. However, the 
decline in petroleum earnings in 1964 
also reflected competitive pressures. 
Nevertheless, the industry has sched
uled a continuous rise in European 
capital expenditures to keep up with 
increasing demand and to provide 
refining and distribution facilities for 
the additional output of affiliated pro
ducing companies. As shown in table 
11, petroleum investments in the United 
Kingdom and in several continental 
countries are expected to rise this year 
and next. 

Investments in other industries in 
Europe have been growing by smaller 
amounts, though capital flows to finan
cial affiliates in Switzerland and the 
United Kingdom, including a sizable 
investment in a British insurance firm, 
increased by about $100 million in 
1964 over 1963. 

Canada 

The strong growth trend in the 
Canadian economy is attracting a great 
deal of investment by U.S. firms. This 
is shown most clearly in plant and equip
ment expenditures, which rose by $0.3 
billion in 1964 and will probably rise 



September 1985 SURVEY OF CURRENT BUSINESS 27 

by a like amoimt in 1965. Outstanding 
increases are reported for manufactur
ing, and a higher rate of investment in 
mining is also indicated. 

Most of the growth in U.S. invest
ments in Canada, especially in the 
manufacturing sector, is financed out 
of retained earnings. These were down 
slightly in 1964 because dividend dis
tributions were raised very substanti
ally and outpaced the considerable 
rise in earnings. Net capital outflows 
to Canada were reduced to the un
usually low figure of $250 miUion in 
1964 because of sales of interests in 
Canadian aflfiliates amounting to about 
$140 miUion. This year, the capital 

flow rose sharply to $370 miUion in 
the first half alone, and included about 
$100 miUion of parent company re
financing of outstanding debt of a 
Canadian affiliate. 

Other developed countries 

U.S. companies raised their rate of 
investment in Australia and Japan 
by relatively modest amounts in 1964, 
but held to the relatively low level of 
recent years for the Republic of South 
Africa. In Australia, where manu
facturing investments have been grow
ing quite vigorously, projections of 
plant and equipment expenditures in
dicate some acceleration. Mining 

Table 5.—Direct Investments in Manufacturing Enterprises Abroad, 1950, 1957, and 
1961-64, by Industry 

[Millions of dollars] 

Area and year 

All areas, total: 
1060 
1067 
1901 
1002 
1903 
1904 

C a n a d a ; 
1060 
1967 
1901 
1002 
1903 
1004 

Latin America: > 
1050 
1957 
1901 
1002 
1003 
1904 

E u r o p e : 
1960 
1057. 
1901 
1002 
1903 
1904 

Africa: 
1080 
1957 
1001 
1002 
1903 
1054 

Asia: 
1050 
1057 
1001 
1002 
1903 
1904 

Oceania; 
1050 
1057 
1901 
1902 
1003 
1004 

M a n u 
factur

ing 
total 

3,831 
8,009 

11,007 
13,260 
14,037 
10,801 

1,807 
3,024 
6,076 
6,312 
6,701 
0,101 

781 
1,280 
1,707 
1,944 
2,212 
2,507 

032 
2,195 
4,265 
4,883 
5,034 
0,547 

55 
100 
122 
144 
177 
226 

00 
190 
315 
354 
430 
535 

107 
314 
523 
013 
723 
860 

Food 
prod
ucts 

483 
723 

1,018 
1,105 
1,234 
1,303 

227 
320 
422 
435 
407 
519 

168 
201 
237 
264 
300 
315 

04 
149 
259 
297 
320 
389 

0 
10 
16 
17 
21 
27 

0 
15 
22 
23 
31 
39 

18 
23 
03 
79 
80 

104 

Paper 
and 

allied 
prod
ucts 

378 
722 
923 
907 

1,066 
1,120 

308 
620 
775 
817 
880 
917 

5 
39 
SO 
61 
69 
06 

6 
42 
70 
72 
81 

102 

3 
4 
3 
3 
5 

9 
17 
IS 
24 
27 

1 
3 
7 
0 
8 
9 

Chemi
cals and 
allied 
prod
ucts 

512 
1,378 
2,050 
2,2i;0 
2, £05 
3,068 

108 
047 
848 
857 
030 

1,012 

205 
334 
438 
604 
576 
082 

74 
319 
014 
711 
855 

1,073 

9 
12 
10 
19 
24 
31 

12 
40 
88 

102 
134 
173 

13 
27 
55 
07 
80 
97 

Rubber 
prod
ucts 

182 
401 
631 
583 
625 
674 

59 
133 
162 
150 
173 
176 

00 
133 
149 
165 
101 
180 

31 
59 

110 
147 
168 
168 

11 
21 
24 
20 
30 
34 

14 
38 
57 
63 
67 
74 

8 
17 
29 
33 
30 
42 

Primary 
and 

fabri
cated 

metals 

385 
041 

1,373 
1,405 
1,064 
1,830 

240 
071 
847 
882 
039 
980 

23 
60 
96 

119 
132 
160 

111 
178 
375 
416 
488 
544 

1 
5 
0 
9 

12 
25 

(") 
20 
33 
30 
42 
60 

2 
8 

10 
33 
51 
75 

Machin
ery (ex
cept 
electri

cal) 

420 
927 

1,403 
1,620 
1,809 
2,027 

204 
327 
402 
455 
508 
549 

13 
52 
83 
90 

110 
131 

175 
488 
886 
076 

1,OCO 
1,180 

2 
17 
19 
24 
33 
42 

5 
• 16 

22 
24 
28 
30 

22 
20 
52 
52 
64 
80 

Elec
trical 

machin
ery 

387 
731 

1,004 
1,100 
1,100 
1,316 

141 
330 
400 
430 
407 
601 

79 
130 
180 
197 
199 
203 

153 
214 
336 
302 
442 
500 

3 
5 
8 
7 

10 
13 

2 
12 
17 
21 
25 
33 

0 
34 
48 
63 
53 
00 

Trans
porta
tion 

equip
ment 

485 
1,204 
2,240 
2,600 
2,040 
3,351 

100 
308 
603 
013 
081 
758 

83 
134 
248 
315 
360 
428 

192 
475 

1,144 
1,338 
1,605 
1,783 

17 
27 
21 
27 
28 
20 

8 
23 
29 
30 
34 
40 

20 
140 
205 
237 
278 
313 

Other 
prod
ucts 

599 
983 

1,386 
1,648 
1,803 
2,070 

292 
471 
021 
058 
710 
773 

155 
190 
217 
263 
300 
362 

128 
272 
462 
535 
050 
700 

0 
0 
9 

12 
15 
19 

10 
18 
30 
37 
40 
00 

8 
26 
48 
53 
04 
70 

Table 6.—Net Capital Flows Between Pri
mary and Secondary Foreign AfHIiates, 
1961-64 

[ Millions of dollars; net Inllows (—)] 

Canada 

Latin America. 
Panama. . . 
Argentina.. 
Mexico 

Europe 
France 
Germany 
Italy 
Switzerland 
United Kingdom. 
Otlier Europe 

Other countries. 

1061 1062 1903 1904 

2 
10 

- 6 
- 4 

- 1 5 
- 8 

- 2 5 
60 

- 0 
- 0 

16 
13 

- 1 1 
11 

-22 
-14 
- 4 

-21 
48 

- 0 
-22 

- 1 
14 

-14 
- 5 

24 
- 6 

-20 
- 0 
105 
- 4 

- 4 3 

-19 

I 
U 

-14 

20 
- 1 
- 0 
- 5 
00 
1 

-29 

- 2 1 

1. Includes $100 million in "other Western Uemlsphere." Excludes Investments in Cuba since 1001. These Cuban 
investments wero estimated at yearend lOOO at $111 million, and Included $21 million for food products, $28 million tor chemicals 
and allied products, $28 million for the "other products" group and $34 million for all other manufacturing industries. 

••Less than $500,000. 

Source: U.S. Department of Commerce, OHice of Business Economics. 

•Less than $500,000. 

investments in Australia are also reach
ing significant dimensions. The rate 
of manufacturing investments in Japan 
has also increased recently. In both 
countries, substantial amounts are being 
invested by petroleum companies. 

Less developed countries 

Direct investments in less developed 
countries (capital flows and reinvested 
earnmgs) rose by $100 miUion in 1964 
to $0.8 biUion, about one-fifth of the 
worldwide total. Nearly 70 percent of 
the 1964 investment was in the Western 
Hemisphere, but the increase for the 
year occurred largely in a few Latin 
American countries. There was a nota
ble rise in capital flows to Mexico, 
especially for manufacturing, and 
smaller increases occurred ill invest
ments in Colombia and Peru. The 
amount invested in Argentina also rose 
in 1964, but this represented largely the 
reinvestment of substantially higher 
earnings of manufacturing affiliates 
rather than a flow of new capital. On 
balance, return flows from existing 
enterprises in Venezuela and Brazil 
exceeded new outflows. 

Among the other less developed 
countries, there was a substantial rise 
in investment flows for the petroleum 
industry in Libya, and some increase 
occurred in flows to India and the 
PhUippine Republic. A sizable capital 
flow was maintained by the petroleum 
industry to other African locations and 
to the Middle East. 

Table 11 gives some indications of 
near-term trends in plant and equip
ment expenditures by U.S. companies 
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in the less developed countries. Some 
moderate increase is suggested in Latin 
America, in Africa (especially in the 
petroleum resources of North Africa), 
and in Middle Eastern oil, but major 
gains in U.S. investments in these areas 
are not indicated. However, capital 
flows to these developing areas in the 
first half of 1965 were far ahead of the 

Table 7.—Acquisitions and Sales by Ameri
can Companies of Foreign Enterprises,' 
by Area and Industry, 1963-64 

[MllUons of dollars] 

1964 amounts, partly because of such 
temporary factors as tax settlements 
and payments for development con
cessions. 

Table 8.—Direct-Investment Receipts of 
Royalties and Fees,' by Areas and Major 
Industries, 1963-64 

[Millions of dollars] 

Area and Industry 

All areas, total... 
Petroleum 
Manufacturing 
Other Indus

tries 

Canada, total 
Petroleum 
Manufacturing 
Other Indus

tries , 

Europe, total 
Petroleum 
Manufooturlng, 
Other Indus

tries 

Other areas, total 
Petroleum 
Manufacturing. 
Other Indus

tries 

1963 

•11 
<J CO 

228 
30 

171 

27 

71 
30 
23 

18 

147 

140 

7 

9 
(••) 

7 

2 

52 
4 

39 

9 

32 
4 

18 

9 

7 

7 

13 

13 

170 
26 

132 

140 

133 

- 4 
(••) 
- 0 

1964 

0.3 

429 
10 

330 

83 

84 
2 

79 

3 

.121 
8 

244 

70 

24 
1 

13 

10 

166 
29 
76 

61 

140 
20 
73 

37 

3 

1 

2 

23 

I 

22 

263 
-19 
200 

-56 
-27 

0 

318 
8 

243 

08 

1 
1 

12 

Area and Industry 1903' 

660 
120 
371 

65 
105 

134 
16 
96 
6 

10 

124 
29 
47 
17 
31 

272 
22 

180 
32 
32 

130 
53 
42 
9 

25 

1964"' 

T o t a l 

754 
114 
401 

70 
104 

162 
15 

124 
9 

14 

134 
20 
02 
10 
30 

306 
17 

219 
37 
33 

151 
56 
57 
13 
20 

Royal
ties, 

license 
fees and 
rentals 

264 
13 

193 
40 
19 

41 
(•*) 

35 
3 
3 

35 
2 

25 
0 
2 

147 
1 

112 
20 

7 

41 
10 
21 

5 
0 

Man
agement 
fees and 
service 
charges 

490 
101 
200 

30 
85 

121 
15 
80 

6 
11 

99 
24 
37 
10 
28 

159 
16 

107 
11 
26 

110 
46 
36 

8 
20 

1 Includes acquisitions and sales of minority Interests. 
••Less than $500,000. 

' Revised. 
r Preliminary. 
> Excludes foreign film rentals. 
•'Less than $500,000. 

Table 9.—Plant and Equipment Expenditures of Direct Foreign Investments , Major 
Industries , 1957-66 

IMllllons of dollars) 

Area and Industry 

Manufacturing 
Trade 

Trade -

Trade 

Trade 

Trade 

1957 

4,819 
421 

2,322 
1,347 

186 
543 

1,693 
163 
584 
561 
47 

238 

1,687 
216 

1,039 
174 
20 

238 

899 
2 

275 
497 
107 
18 

640 
40 

424 
116 
12 
49 

1953 

4,097 
420 

1,854 
1,180 

191 
462 

1,311 
172 
510 
404 
65 

170 

1,269 
221 
677 
202 
31 

238 

976. 

422 
400 
87 

7 

Sfl 
27 

345 
114 

18 
37 

1959 

3,705 
437 

1,568 
1,147 

198 
365 

1,179 
240 
380 
389 

46 
125 

1,003 
147 
449 
193 
31 

183 

906 
2 

330 
460 
101 

14 

617 
48 

390 
116 
21 
43 

190O 

3,789 
426 

1,467 
1,397 

190 
303 

1,259 
290 
360 
384 

60 
105 

750 
78 

340 
211 
31 
90 

1,092 
2 

345 
050 
83 
12 

688 
56 

422 
152 
22 
36 

1961 

4,122 
312 

1,534 
1,782 

222 
272 

1,016 
165 
315 
385 

39 
112 

795 
87 

306 
254 

41 
107 

1,474 
1 

438 
006 
110 

13 

8>17 
50 

475 
238 

26 
40 

1062 

4 , 6 1 8 
438 

1,628 
2,042 

263 
257 

1,163 
245 
300 
458 
55 

105 

SCO 
05 

339 
280 
41 
99 

1,674 
4 

494 
1,024 

129 
23 

921 
94 

495 
274 
28 
30 

1963 

6,068 
393 

1.889 
2,251 

206 
204 

1,279 
195 
376 
635 
71 

103 

870 
109 
307 
308 
43 

103 

1,903 
5 

042 
1,107 

118 
31 

1,016 
89 

565 
301 

34 
27 

1964 

6,118 
420 

2,000 
2,983 

328 
321 

1,659 
220 
385 
709 
80 

105 

1,023 
120 
327 
402 

50 
118 

2,142 
3 

043 
1,293 

100 
43 

1,394 
71 

711 
619 
38 
55 

1905 < 

7,372 
584 

2,3,'iO 
3,821 

340 
277 

1,843 
248 
377 

1,031 
82 

105 

1,097 
1!>6 
368 
420 
58 
94 

2,659 
7 

728 
1,737 

165 
32 

1,773 
173 
877 
632 
45 
46 

1900 • 

7,323 
493 

2.330 
3.809 

396 
295 

1,696 
190 
358 
904 
72 

112 

932 
100 
334 
336 
64 
99 

2,893 

770 
1 855 

221 
33 

1,802 
ISO 

49 

• Estimated on the basis of company projections. 
• Includes "other Western Hemisphere." 

Trends in major industries 

In 1964, a record $1.9 bilUon was in
vested in foreign manufacturing afilli
ates, financed by $1.0 biUion of capital 
supplied by U.S. parent firms (includ
ing $260 million to acquire foreign 
enterprises or to buy out minority 
holders) and $900 miUion reinvested 
from foreign earnings. In the first half 
of 1965, there was no slackening of 
these investments, and as noted above, 
projections of plant and equipment 
expenditures of foreign manufacturing 
affiliates show a 28 percent rise for 
1965. 

Manufacturing investments expanded 
in aU industry sectors during 1964. 
(See table 5.) The chemical industry, 
which is carrying out a major expansion 
program for fertilizer and petrochemical 
plants, increased its investment by over 
$450 miUion, and the transportation 
industry (including automobUe produc
ers) raised its investment by $400 mil
lion. Most of these manufacturing 
investments were in the developed 
countries; under $400 miUion went to 
the less developed countries for all 
branches of manufacturing. 

Net new investments of petroleum 
companies abroad decUned in 1964, 
partly because of negative undistributed 
earnings in European subsidiaries and 
partly because of lower capital outflows 
to Canada and the Middle East. In the 
Middle East, settlements of oil com
panies with some of the oil-producing 
countries resulted in temporary accumu
lations in the United States of funds 
that were paid out in 1965. Though a 
major part of oil investment is stiU 
being used to increase refining capacity 
and marketing facilities around the 
world, renewed attention is being given 
to developing new production and to 
exploring for new sources of oil and 
natural gas in North Africa, the Persian 
Gulf area. Northwestern Europe, and 
adjoining continental shelf areas. 

Companies engaged in mineral opera
tions other than petroleum were some
what more active in 1964 than in recent 
years. Activity centered on the devel
opment of bauxite properties in Aus-
traUa and the Caribbean, and iron ore. 
properties in Canada and AustraUa. 

Investments in trade and miscel-
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laneous service industries (including fi
nancial and holding companies) were 
each increased by about $0.4 bilUon in 
1964. About three-quarters of the new 
investment in trade and service in-
dustiies was made in the developed 
coimtries, mostly in Europe, and smaller 
amounts went to Canada. 

Earnings and Income 

Last year, earnings of foreign afiili-
ates of U.S. firms rose by a record $530 
miUion to reach $5.1 billion. Manu
facturing operations accoimted for $0.3 
bilUon of the increase, scoring large 
gains in most areas and particularly 
in Europe. Some of the upward move
ment of earnings was the result of the 
enlarged investment base, but in manu
facturing industries, earnings also rose 
relative to the book value of outstand
ing investments. This suggests, among 
other things, that plant faciUties were 
better utiUzed or that current costs of 
production were reduced. Data on 
sales of the foreign afl[iliates will appear 
in a later issue of the SURVEY. 

Earnings of mining operations abroad 
also registered a substantial gain of 
more than $0.1 biUion, mainly in 
Canada and Latin America. This 
industry benefited from generally rising 
prices for metals and minerals last year. 

Foreign earnings of the petroleum 
industry advanced very little in 1964. 
There was a gain of well over $0.1 
billion from rising production in North 
Africa, and earnings on Latin American 
production also improved, but these 
changes were partly offset by lower 
earnings of European operations, espe
cially in the Common Market countries. 

Income returned from these direct 
foreign investments—in the form of 
dividends, branch profits, and interest— 
rose even more rapidly than total 
earnings. These receipts amounted to 
$3.7 billion in 1964, a gain of $0.6 
billion over the 1963 amount. Over 
two-thirds of the gain in manufacturing 
earnings was paid out as dividends. 
Income of the petroleum affiliates rose 
by $0.2 bUlion even though underlying 
earnings rose only slightly. 

Some of the spurt in dividend remit
tances was probably related to the 
scheduled drop in the U.S. corporate 

tax rate at the beginning of 1964, which 
caused dividends to be held back in 
1963. A further sharp rise of 15 per
cent over 1964 in income received is 
estimated for the fh-st half of 1965. 
This may refiect the second step of the 
reduction in corporate tax rates as well 
as rising foreign earnings. Remittances 
may also be increasing in response to 
the voluntary balance of payments 
program. 

Because dividend remittances rose 
faster last year than the earnings of 
foreign subsidiaries, undistributed prof
its feU sUghtly from the record $1.5 
bUlion of 1963. The principal reduc
tions in undistributed profits were in 
European petroleum affiliates and in 
Canadian manufacturing affiliates. 
These reductions were offset in part by 
larger reinvested earnings of manu

facturing affiliates in Latin America 
and Europe and by those of mining 
affiliates in Canada. 

Returns from foreign affiliates in the 
form of royalties and fees are also 
important elements in the balance of 
payments. These increased by $0.1 
biUion in 1964 (table 8), mainly from 
manufacturing operations in developed 
coimtries. Of the $% biUion of royal
ties and fees received in 1964, about 
two-thirds represented charges for man
agement services and the rest were 
payments of royalties, license fees, and 
rentals. 

Portfolio and Short-Term 
Investments 

American investors have severely 
limited their purchases of foreign secu
rities since the proposal of the Interest 

Table 10.—Plant and Equipment Expenditures Abroad by U.S. Manufacturing Companies , 
by Area and Major Commodi ty , 1960-66 

[Millions of dollars] 

Areas and years 

All areas, total: 
1900 
1961 
1902 
1963' 
1964 
1065 «. 
1966 • 

Canada: 
1960 
1961 
1962 
1963 ' 
1964 
1906 •. 
1966 •. 

Latin America: ' 
1960 
1961 
1962 
1963 r. 
1964 
1965 • -
1966 • 

Europe: 
Common Market : 

1060 
1961 
1902. 
1903' 
1904 
1965 • 
1006 • 

Other Europe: 
1060 
1961 
1962 
1963' 
1904 
1906 • 
1900 < 

Other areas; 
190O 
1901 
IS02 
1903 ' 
1964 
1905 • 
1066 ' 

Total 

1,307 
1,782 
2,042 
2,251 
2,983 
3,821 
3,809 

384 
386 
468 
535 
769 

1,031 
964 

211 
254 
286 
308 
402 
420 
336 

370 
534 
619 
607 
682 
903 

1,100 

280 
372 
405 
600 
611 
744 
755 

152 
238 
274 
301 
519 
632 
654 

Food 
prod
ucts 

07 
116 
126 
132 
157 
182 
143 

30 
20 
28 
30 
29 
50 
36 

24 
37 
35 
32 
42 
45 
35 

17 
30 
30 
29 
26 
25 
26 

18 
17 
21 
24 
41 
36 
24 

8 
12 
12 
17 
10 
27 
24 

Paper 
and 

allied 
products 

78 
71 
95 

134 
160 
213 
136 

65 
54 
75 

lOD 
116 
132 
83 

7 
6 
6 
9 

15 
19 
13 

2 
3 
4 
7 

11 
10 
12 

3 
4 
0 

10 
11 
18 
0 

12 
5 
i 
8 

14 
26 
18 

Chem
icals 

237 
278 
308 
436 
021 
870 
835 

75 
66 
75 

110 
177 
290 
300 

49 
48 
52 
94 

124 
140 
101 

44 
63 
54 
82 

123 
163 
180 

42 
49 
51 
71 
92 

142 
140 

28 
03 
70 
79 

105 
145 
114 

Rubber 
prod
ucts 

68 
01 
01 
98 

109 
164 
147 

16 
18 
19 
16 
30 
30 
25 

12 
19 
12 
17 
16 
23 
20 

11 
11 
26 
20 
26 
35 
30 

15 
16 
12 
18 
14 
31 
39 

16 
28 
22 
21 
23 
45 
34 

Primary 
and fab
ricated 
metals 

133 
169 
162 
204 
299 
356 
308 

49 
66 
67 
60 

110 
119 
80 

11 
23 
20 
16 
23 
34 
27 

10 
19 
25 
46 
04 
62 
38 

50 
40 
46 
40 
40 
63 
51 

13 
26 
15 
37 
63 
OS 

172 

Machin
ery, ex
cluding 

electrical 

102 
290 
315 
330 
415 
604 
693 

17 
40 
38 
39 
47 
60 
90 

12 
13 
15 
19 
23 
30 
17 

114 
164 
160 
173 
184 
289 
363 

24 
38 
65 
60 
82 

106 
127 

24 
35 
41 
39 
80 

103 
106 

Elec
trical 

machin
ery 

104 
141 
177 
164 
212 
218 
202 

30 
31 
50 
40 
46 
56 
52 

18 
27 
25 
10 
34 
28 
23 

21 
36 
44 
39 
46 
53 
03 

18 
30 
41 
61 
02 
56 
42 

16 
17 
17 
15 
24 
26 
22 

Trans
portat ion 

equ ip . 
ment 

336 
473 
685 
630 
733 
957 

1,007 

63 
60 
65 
94 

107 
229 
238 

47 
62 
81 
50 
76 
54 
69 

128 
131 
246 
166 
151 
314 
362 

74 
141 
123 
166 
177 
225 
266 

23 
39 
71 
66 

103 
136 
142 

Other 
manufac

turing 

162 
153 
183 
223 
270 
267 
217 

60 
52 
51 
46 
47 
65 
60 

31 
30 
40 
62 
60 
42 
30 

23 
27 
35 
51 
52 
54 
38 

35 
31 
41 
54 
93 
70 
68 

12 
13 
16 
20 
28 
27 
22 

' Revised. 
• Estimated on the basis of company projections. 
' Includes "other Western Hemisphere." 
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T a b l e 1 1 . — P l a n t a n d E q u i p m e n t E x p e n d i t u r e s o f D i r e c t F o r e i g n I n v e s t m e n t s , b y C o u n t r y 
a n d M a j o r I n d u s t r y , 1963-66 

[Millions of dollars] 

1963' 

Min
ing 
and 

smelt
ing 

Petro
leum 

Man-
ufac-
tur-
ing 

1004 

M i n 
ing 
and 

smelt
ing 

Petro
leum 

All areas, total. 

Canada 

Latin American Republics, total. 
Mexico 
Other countries In Central 

America and West Indies, 
Argentina 
Brazil 
Chile 
Colombia. . 
Peru 
Venezuela 
Other countries in South 

America 

Other Western Hemisphere. . 

Europe, total - . 

Common Market, total 
Belgium and Luxembourg. 
France 
Germany 
Italy 
Netherlands -

Other Europe, total 
Denmark 
Norway 
Spain 
Sweden 
Switzerland 
United Kingdom 
Other countries 

Africa, total 
North Africa 
East Africa 
West Africa 
Republic of South Africa. . . 
Other countries In Central 

and South Africa 

Asia, total 
Middle Eost 
For East, total 

India 
Japan 
Phil ippine Republ ic . 
Other countries -

Oceania, total 
Australia 
Other Countries. 

-Internallonal shipping.. 

195 

75 
5 

2 
(•) 

2 
25 

(•) 
18 

(•) 
1 

34 

5 

1 

(") 
(") 

68 

1,889 

375 

245 
10 

32 
12 
3 

(•) 
30 
10 

142 

6 
80 
67 
4 

23 
13 
10 

2 

(•) 
3 

27 

(•) 
22 

(•) 
(•) 

62 

642 

386 
11 
60 

184 
85 
50 

256 
37 

8 
20 
25 

4 
140 

22 

164 
129 

14 
8 

(•) 

(•) 
297 
125 
172 

(•) 

64 

P 
40 

2,251 

536 

271 
60 

37 

1,107 

607 

100 
201 
107 

41 
500 

5 
12 
23 
17 
10 

399 
34 

24 
1 

3 
19 

1 

136 
5 

131 
17 
09 
20 
25 

141 
138 

3 

420 

220 

72 

R 
(••) 
(••) 

41 

29 
29 

Man-
ufac-
tur-
ing 

1905 ' 

M i n 
ing 
and 

smelt
ing 

Petro
leum 

2,066 

385 

272 
5 

30 
12 

4 
(*) 

58 
9 

134 

(•) 
65 

643 

395 
29 
68 

121 
124 

53 
248 

20 
10 
25 
23 

0 
120 
38 

268 
188 

8 
47 

(•) 
(•) 
278 
114 
104 

(•) 

65 

P 
100 

2,983 

769 

363 
112 

5 
90 
01 

8 
24 
22 
24 

17 

39 

1,293 

682 
67 

170 
270 
105 

55 

on 
0 

13 
42 
12 
15 

501 
22 

63 
1 
1 

10 
45 

(") 
214 

9 
205 

36 
113 
40 
16 

242 
235 

7 

684 

248 

102 
11 

2 

38 
(•) 

38 
(•) 

2 

64 

7 

1 

(") 

(") 

5 

46 

126 
126 

Man-
ufao-
tur-
Ing 

M i n 
ing 
and 

smelt
ing 

Petro
leum 

,350 

377 

309 
4 

41 
14 
3 

(•) 
29 
12 

172 

(•) 
59 

728 

,376 
30 

105 
124 
82 
36 

362 
24 
13 
7 

20 
18 

214 
50 

287 
195 
10 
51 

(•) 
(•) 
441 
203 
238 

<*! 
<• (•) 
(•) 

83 

(•) 
{•) 

66 

3,821 

1,031 

399 
122 

9 
100 
64 
8 

31 
26 
31 

8 

21 

1,737 

903 
112 
238 
478 
92 
73 

744 
4 

19 
36 
16 
20 

607 
42 

92 
3 
1 

40 
48 

(••) 
267 

9 
258 
47 

160 
34 
17 

274 
. 263 

11 

493 

190 

70 
8 

2 
(•) 

5 
24 

(•) 
24 

(') 
1 

39 

8 

1 

7 

31 

(") 
(") 

154 
154 

2,330 

358 

282 
4 

29 
16 

3 
(•) 

26 
13 

160 

(•) 
52 

776 

406 
20 

77 
112 
370 

20 
12 
8 

32 
16 

235 
41 

350 
254 

7 
08 

(•) 
(•) 
377 
140 
231 

P 
75 

60 

Man-
ufao-
tur-
Ing 

3,809 

329 
70 

6 
85 
70 

6 
32 
21 
33 

7 

1.855 

1,100 
118 
225 
536 
no 
112 
765 

3 
12 
31 
10 
13 

651 
20 

97 
8 
1 

52 

218 
24 

194 
31 

123 
19 
21 

339 
327 

12 

'Included In area total, 
••Less than $500,000. 
' Revised. 
• Estimated on tho basis of company projections. 

T a b l e 1 2 . — D o m e s t i c a n d F o r e i g n E x p e n d i t u r e s f o r P l a n t a n d E q u i p m e n t i n S e l e c t e d 
I n d u s t r i e s , 1963-65 

[Millions of dollars] 

Industry 

Manuracturing, total for selected in-

Prlmary and fabricated metals ' 
Machinery, except electrical 

Expenditures 1963' 

Total 

10,188 

1,102 
854 

2,046 
338 

1,304 
1,570 

854 
2,120 

6,247 

Do
mestic 

8,160 

070 
720 

1,010 
240 

1,100 
1,240 

690 
1,590 

3,960 

For
eign 

2,028 

132 
134 
436 
98 

204 
330 
104 
530 

2,287 

Per
cent 

of for
eign 
to 

total 

19.9 

12.0 
15.7 
21.3 
29.0 
15.6 
21.0 
19.2 
25.0 

36.6 

Expenditures 1064 

Total 

12,652 

1,217 
1,100 
2,691 

370 
1,709 
2,055 

872 
2,723 

7,036 

D o 
mestic 

9,940 

1,000 
040 

1,970 
270 

1,410 
1,640 

060 
1,990 

4,550 

For
eign 

2,712 

167 
166 
621 
109 
299 
415 
212 
733 

2,486 

Per
cent 

offor-
olgn 

to 
total 

21.4 

12.9 
15.0 
24.0 
28.8 
17.5 
20.2 
24.3 
26.0 

35.3 

Expenditures 1905 • 

Total 

16,624 

1,352 
1,343 
3,340 

514 
2,010 
2,584 
1,018 
3,457 

8,074 

Do
mestic 

12,070 

1,170 
1,130 
2,470 

350 
1,660 
1,990 

880 
2,500 

6,140 

For
eign 

3,654 

182 
213 
870 
164 
360 
504 
218 
957 

2,934 

Per
cent 

of for
eign 

to 
total 

22.7 

13.5 
15.9 
26.0 
31.0 
17.7 
23.0 
21.4 
27.7 

36.3 

' Revised. • Estimated on basis of company projections. 
> Excludes primary Iron and steel producers. 
N O T E . — F o r e i g n expenditures Include acquisitions of existing flxed assets, which are excluded from tho domestic series. 

Equalization Tax in mid-1963. Pur
chases of new issues still provide a con
siderable amount of capital to Canada 
and some other borrowers exempt from 
the lET, but issues by European and 
other countries that were malting exten
sive use of the U.S. market prior to 
mid-1963 have become inconsequential. 
(See table 13.) Some of the demand 
has shifted to European markets— 
although these have been open only on 
a limited basis and mainly for European 
borrowers—or may have been replaced 
by other forms of U.S. capital outflows. 
U.S. investment firms have been active 
in placing new foreign securities in 
European markets, and a number of 
such issues have been sold in the U.S. 
market entirely to foreign investors. 

On balance, U.S. investors have been 
liquidating their existing holdings of 
foreign securities since the lET was 
proposed. This has affected mainly 
European issues and may reflect weak
nesses in most European equity mar
kets, but there has also been net selling 
of Canadian issues despite the com
parative strength of the Canadian 
market. 

At the beginning of this year, U.S. 
holdings of foreign securities had an 
estimated market value of $14.5 billion 
(table 15), about $10.0 biUion more 
than at the end of 1950. Some $9.0 
billion of the total was in the form of 
bonds or other debt securities, and $5.3 
billion was in corporate stocks. By 
far the largest amount, $8.1 billion, 
was invested in Canadian securities, 
and $2.9 billion in European securities. 
Though there were large holdings of 
bonds of international institutions, only 
a few less developed countries have 
been able to sell significant amounts of 
their securities in the U.S. market since 
the 1920's. 

Since 1950, American banks have 
steadily expanded their foreign loans 
and other assets (including some assets 
held for their customers), which reached 
a peak net capital outflow of $2.5 
billion in 1964. This raised the total 
outstanding at the end of 1964 to 
nearly $12 billion, including $0.7 billion 
reported for the first time as banks re
viewed their records more closely in 
connection with the voluntary pro
gram. During 1964, the net capital 
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outflow by banks to developing coun
tries was unusually high, but the most 
rapid growth was in loans to European 
countries, which may have substituted, 
directly or indirectly, for sales of se
curities or longer term loans that would 
have been subject to the lET. 

Nonfinancial firms accounted for an 
outflow of $0.9 billion in 1964. This 
included the acquisition of liquid assets, 
such as time deposits or financial paper 
in Canada and the United Kingdom, as 
well as a $250 million loan to finance a 

Table 13.—New Foreign Issues Placed in the 
United States, 1963-June 1965 

IMllllons of dollars; before deducting discounts 
missions] 

Areas 

1965 (January J^une) v 

Total 

Australia, Republic of 
South Africa, New 
Zealand, and Japan 

International Bank 

1964 (July-December) 

Total 

Australia, Republic of 
South Africa, New 

other countries' 

1964 (January-June) 

Total 

Australia, Republic of 
South Africa, New 

International Bank 

1983 (July-December) 

Total 

Australia, Republic of 
South Africa, New 
Zealand, and Japan 

1963 (January-Jime)' 

Total 

Australia, Republic of 
South Africa, New 
Zealand, and Japan 

Gross amount 
sold 

3 
o 

764 
334 
65 

68 
100 
181 

705 
443 
32 

'230 

450 
282 
19 

2 144 
5 

295 
86 
69 

00 
74 

1,124 
023 

3 285 

161 
52 

462 
54 
65 

68 
94 

181 

198 

16 

•183 

149 

15 

2129 
5 

142 

20 

48 
74 

269 
(•) 
108 

125 
36 

• J J O 

p.1 

202 
280 

12 

607 
443 
17 

47 

301 
282 

4 

15 

153 
86 
40 

18 

855 
023 

3177 

39 
10 

and cora-

U.S. portion 

la 
o 
in 

632 
328 
12 

37 
04 

161 

670 
434 
27 

'209 

415 
275 
11 

2124 
5 

267 
80 
63 

60 
58 

005 
604 

3 222 

130 
49 

•5S 
3 0 

345 
53 
12 

37 
82 

161 

171 

10 

'161 

123 

7 

2111 
5 

106 

5 

42 
58 

173 
(•) 
45 

93 
35 

03 <U 

•CO 
CM 

287 
275 

" i? 

499 
434 

17 

48 

292 
275 

4 

13 

15? 
86 
48 

18 

822 
694 

3177 

37 
14 

» Preliminary. 
*Less than $500,000. 
' Revised. 
• Includes $100 million offering of Inter-American Develop, 

ment Bank bonds. 
2 Includes $50 million offering of Inter.Amerlcan Develop

ment Bonk bonds. 
> Includes $115 million of bonds of Shell Funding Corpora

tion. 
NOTE.—The amounts shown for U.S. purchases exceed 

tho figures used in the balance of payments because the lat
ter exclude discounts and commissions. The International 
Bank for Reconstruction and Development Issues are re
duced by the amount of delayed deliveries hicluded In 
subsequent years. A detailed listing of foreign issues placed 
In the U.S. In the years 1952-^ Is available on request. 

power project in Canada. In accord
ance with the guidelines of the volun
tary balance of payments program, a 
substantial portion of the liquid assets 
held abroad by industrial firms was 
withdrawn after Febraury 1965. 

Foreign Inves tment s i n t h e 
Uni ted States 

Capital inflows from foreign investors 
for du'ect investments or purchases of 
U.S. securities or other assets (other 
than short-term assets or special Gov
ernment issues) have been relatively 
small in recent years and amounted to 
only $110 million in 1964. In the first 
half of 1965, there was a negligible net 
inflow. 

The largest negative factor has been 
a liquidation of foreign holdings of U.S. 
securities, other than Treasury public 
debt issues. This has been largely, but 
not entirely, for United Kingdom 
account, and reach $250 million in the 
second quarter of 1965. Despite the 
net liquidation, the improvement in 
market prices raised the estimated 
value of foreign holdings of U.S. 
corporate stocks to $13.8 billion by the 

end of 1964. Over $10 billion of that 
amount was in European holdings. 

Part of the "long-term" capital 
inflow in 1964 and the first half of 1965, 
$236 million and $195 million, respec
tively, represented increases in foreign 
funds held in long-term time deposits 
in the United States. Much of this 
was the temporary investment of the 
proceeds of sales of securities in the 
United States, including $235 million, 
net,' by international and interregional 
organizations. 

There has also been a small net out
ward flow of direct investment capital 
in the last few years, however, as shown 
in table 14. This was the balance of a 
moderate inflow for new investments 
and slightly higher net transfers abroad 
thi'ough intercompany accounts or liq
uidations. Most of the annual increase 
in the value of foreign direct invest
ments in the United States resulted 
from undistributed profits, which rose to 
more than $300 million in 1964. This 
reflected a considerable gain in earnings 
of the U.S. affiliates, especially in the 
manufacturing sector, while income 
distributed abroad was slightly reduced. 

Table 14.—Foreign Direct Investments in the United States, Selected Data, 1963 and 1964, 
by Country and Industry 

[Millions of dollars] 

Total 

By Area 

other Europe 

Italy 

Other 

By Industry 

Trade 

Value 

Decem
ber 
1950 

3,391 

1,029 
1,168 
1,069 

nss 
nss 
nss 
nss 
334 
nss 
348 
377 
134 

405 
1,138 

nss 
31,005 

(') 
784 

Decem
ber 
1003 

7,944 

2,183 
2,005 
2,820 

101 
182 
149 
102 

1,134 
185 
825 
80 

209 

1,513 
3,018 

700 
3 2,045 

663 

Decem
ber 

1004 !• 

8,363 

2,284 
2,706 
3,023 

176 
197 
156 
82 

1,231 
109 
896 
88 

250 

1,012 
3,213 

675 
3 2,181 

(<) 
083 

Capital flow 

1003 

Total 

- 6 

44 
44 

-61 
- 2 
- 6 
- 9 
19 

-36 
(•) 
-32 

3 
-31 

-44 
42 

-61 
-37 

37 
48 

New In-
vest-

ments2 

151 

32 
30 
62 

1 
1 

25 
15 

20 

21 

20 
63 
3 

30 
36 

Other 

-166 

11 
7 

-123 
- 2 
- 6 

-10 
- 0 

-50 
(•) 

-62 
3 

-52 

-05 
-22 
-53 
-37 

8 
12 

1964 

Total 

- 5 

26 
-36 

24 
8 
8 

- 5 
- 9 
- 0 

7 
24 

- 3 
-19 

-65 
59 

-65 
- 1 
34 
23 

New in
vest

ments 2 

71 

8 
33 
26 

3 
6 
2 
4 

10 
• 2 

(*) 
4 

1 
46 
4 

6 
16 

Other 

-76 

18 
-60 
- 2 

8 
5 

-10 
-11 
-10 
- 3 
22 

- 3 
-23 

-SO 
14 

-69 
- I 
29 
7 

Earnings < 

1064 

Earn
ings 

696 

177 
169 
220 

0 
12 
14 

-11 
121 

9 
67 
2 

30 

172 
235 
41 
38 

105 
5 

Income' 

294 

132 
76 
64 
3 
5 
3 
1 

20 
2 

30 
(•) 

23 

18 
106 

0 
38 

106 
19 

Undis
tributed 

profits 

327 

01 
05 

101 
6 
7 

11 
-11 
102 

7 
37 
2 

10 

154 
130 
34 

6 
- 3 

•> Preliminary. nss—Not sho>vn separately. 'Less than $500,000. 
' "Earnings" represents the foreign share In corporate or branch prollts; "Income" is tho amount distributed, after with

holding taxes, as dividends, interest, or branch profits. 
2 "New investments" represents initial investments in U.S. companies or Increase in equity capital ol existing foreign-

owned U.S. companies. 
3 Includes market revaluations of securities held by Insurance companies. 
' Included in "Insurance." 
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Short-term investments 

In 1964, there was once again a very 
large gain in foreign holdings of short-
term assets in the United States and of 
various obligations of the U.S. Govern
ment. These holdings rose by $3.2 
billion in 1964 to a total of $31.9 billion 
However, this was not accompanied, as 
in other recent years, by a sizable loss 
of U.S. monetary Teserve assets. In the 
first half of 1965, by contrast, foreign 

Table 15.—International 

holdings of liquid dollar assets dropped 
by about $1 billion, while U.S. monetary 
reserve assets were drawn down by $0.9 
billion. 

These doUar holdings by foreigners 
take a variety of forms, and included, 
at the end of 1964, $16.7 billion of 
deposits and other claims on U.S. banks, 
$11.2 biUion of marketable debt of the 
U.S. Government, and an additional 
$3.2 billion of obligations of the U.S. 
Government arising mainly from special 

security issues or advance deposits by 
foreign governments. 

Some $20.0 billion of these short-term 
dollar assets and U.S. Government obli
gations was reported to be held by 
foreign governments or intergovern
mental organizations, $7.2 billion by 
foreign private banks, and $4.7 billion 
by other foreigners. However, these 
designations are based to a large extent 
on banking records, which often cannot 
identify the ultimate owner of the asset. 

Inves tment Position of the United States , Total 1950, by Area, 1963-64 
[Millions of doUars] 

Type of Investment 
Total 

1050 1963' 1064 p 

Western Europe 

1963- 10041' 

Canada 

1903' 1904 p 

Latin American 
Republics 

1963' 1964 p 

Other foreign 
countries 

1963' 1064 p 

International 
institutions and 

unallocated 

1963' 1964 p 

U.S. assets and inreatmenla abroad, total 

Gold stock (not included In total) 

Private investments. 

Long-term 

Direct. 
Foreign dollar bonds 
Other foreign bonds ' 
Foreign corporate stocks.. 
Banking claims 
Other. 

Short.tenn assets and claims 

Reported by banks., 
tnei Other.. 

U.S. Government credits and claims. 

Long-term credits « 

Repayable in dollars i 
Repayable in foreign currencies, e t c ' 

Foreign currencies and short-term claims 
I M F gold tranche position and monetary au

thorities' holdings of convertible currencies.. 

Foreign assets and investments In the United 
States, total 

Long-term. 

Direct 
Corporate stocks -
Corporate, State, and municipal bonds. 
Other 

Short-term assets and U.S. Government obli
gations 

By type: 
Private obligations. 

Reported by banks, 
ther. Other. 

U.S. Government obligations.. 

Bills and certiflcates 
Marketable bonds and notes 
Nonmarketable bonds and notes.. 
O ther" 

By holder: 
Foreign central banks and governments 

and International and regional Institu
tions 

Foreign conunercial banks'" 
Other private holders and unallocated 

31,639 

22,820 

10,004 

17,488 

11,788 
1,692 
1,466 
1,175 

390 
977 

1,616 

886 
630 

12,635 

10,768 

n.a. 
n.a. 

322 

1,445 

17,636 

7,997 

3,391 
2,925 

181 
1,600 

9,638 

0,477 

5,751 
726 

3,161 

1,508 
1,470 

183 

n.a. 
n.a. 
n.a. 

88,301 

15,590 

60,513 

58,330 

40,686 
7,335 

810 
6,146 

3 2,830 
1,615 

8,183 

5,887 
2,206 

21,788 

17,149 

13,162 
3,087 

3,392 

1,247 

61,486 

22,791 

7,944 
12,485 

702 
1,660 

28,696 

14,802 

14,157 
735 

13,803 

8,720 
« 2,742 

803 
1,448 

18,766 
5,713 
4,226 

98,720 

15,471 

75,419 

04,731 

44,343 
8,218 

978 
5,270 
4,061 

•1,871 

10,688 

<7,846 
2,842 

23,301 

18,772 

13,071 
4,801 

3,328 

1,201 

66,842 

24,979 

8,363 
13,836 

022 
1,869 

31,863 

17,499 

16,688 
811 

14,364 

8,799 
2,405 

i« 1,440 
1,720 

20,029 
7,179 
4,655 

24,825 

17,000 

15,343 

10,340 
781 
60 

2,319 
1,081 
762 

1,667 

923 
734 

7,82S 

7,029 

6,992 
1,037 

587 

200 

29,856 

10,237 

5,491 
9,307 
460 
070 

13,610 

5,815 

5,415 
400 

7,804 

6,347 
741 
768 
048 

9,600 
2,360 
1,669 

27,801 

19,529 

17,484 

12,067 
779 
30 

2,005 
1,099 
844 

2,045 

1,210 
835 

8,272 

7,368 

0,109 
1,157 

488 

428 

33,363 

17,726 

6,810 
10,169 

063 
1,085 

15,637 

7,089 

0,656 
433 

8,548 

5,685 
714 

1,111 
1,138 

10,540 
3,274 
1,823 

21,712 24,696 

21,706 

20,316 

13,044 
3,835 
640 

2,461 
300 
246 

1,390 

638 
762 

6 

7,772 

3,882 

2,183 
1,490 
(X) 
209 

3,890 

2,018 

1,937 
81 

1,872 

1,061 
687 
126 

1,798 
1,668 
424 

24,601 

22,697 

13,820 
4,474 

710 
2,948 
3 106 
639 

1,994 

013 
1,081 

2 

3 

8,304 

4,187 

2,284 
1,720 
(X) 
177 

4,117 

2,202 

2,117 
85 

1,915 

867 
600 

10 329 
29 

1,841 
1,836 
440 

15,727 

12,352 

10,388 

8,662 
369 
24 
65 
965 
311 

1,966 

1,689 
377 

3,376 

3,134 

2,872 
262 

241 

4,792 

1,393 

112 
935 
77 
269 

3,390 

2,900 

2,786 
114 

499 

225 

176 

1,436 
377 

1,586 

17,335 21,127 

13,708 

11,218 

8,032 
666 
167 
67 

1,197 
209 

2,580 

2,126 
454 

3,537 

3,298 

2,072 
320 

5,461 

1,686 

134 
1,077 

80 
395 

3,775 

3,340 

3,220 
114 

435 

170 
81 

184 

1,647 
404 

1,724 

12,647 

9,478 

6,007 
1,286 

05 
300 
604 
196 

3,169 

2,737 
432 

8,480 

6,944 

3,256 
2,688 

2,536 

6,129 

1,095 

158 
687 
48 
202 

6,034 

3,702 

3,662 
140 

1,332 

1,143 
81 

108 

3,160 
1,308 
657 

24,211 4,910 

14,698 

10,529 

7,081 
1,369 

71 
190 

1,049 
189 

, 4,069 

3,697 
472 

9,613 

7,018 

3,700 
3,318 

2,694 

1 

6,976 

1,168 

126 
793 
49 
200 

4,442 

4,263 
170 

1,360 

1,157 

lie 

3,476 
1,665 

2,808 

2,807 

'1,733 
1,074 

1 

2,102 

1,042 

1,042 

25 

1,035 

2,937 

184 

117 
1 

2,753 

457 

457 
(X) 

2,296 

954 
1,136 

207 

2,763 

(X) 

4,777 

2,003 

2,003 

' 1,863 
1,040 

(X) 

(X) 

[^ 
1,874 

1,100 

1,100 

6 

769 

2,738 

212 

130 
2 

2,626 

420 

420 
(X) 

2,100 

1,020 
827 

253 

2,526 

TxY""" 

' Revised. r Preliminary. n.a. Not avalloble. (x) Negligible. 
> Represents the estimated Investment hi shippbig companies registered primarily In 

Panama and Liberia. 
* Consists primarily of securities payable in foreign currencies, but Includes some dollar 

obligations Includhig prior to 1963 participations and loans made by the International Bank 
for Reconstruction and Development. Effective 1963 participations In IBRD loans are 
Included under banking claims and "other" long term, according to country of obligor. 

* Excludes $200 million netted against a related Inflow of U.S. direct Investment capital. 
' New series. For detail see Treasury Bulletin, June 1065, p. 86. 
* Includes $254 million loaned to Canada in connection with Columbia River power 

development. 
• Excludes World War I debts that are not currently being serviced. 
' Includes Indebtedness repayable In U.S. dollars, or optionally in foreign currencies when 

option rests with U.S. Government. 

• Includes Indebtedness which the borrower may contractually, or at its option, repay with 
its currency, with a third country's currency, or by delivery of materials or transfer oiservioes. 

' New series based on a Federal Reserve Board survey ria of July 31,1963. Data to reconcile 
the old and new series are not available. 

'° Includes $204 million ot nonmarketable bonds Issued to the Oovernment of Canada in 
connection with transactions under the Columbia River Treaty. 

" Includes non-interest-bearlng demand notes Issued In payment of subscriptions to inter
national and regional organizations (other than IMF), portfolio fund certiflcates sold abroad 
by Export-Import Bank, liabilities associated with Government grant and capital trans
actions (including restricted accounts), and advances for military exports and other Govern
ment sales. 

>2 As reported by U.S. banks; ultimate ownership is not identlfled. 


